EXHIBIT C



PARTNERSHIP BGREEMENT

PARTRERSHIP AGREEMENT, dated as of December 22, 198BS,

hetween STAR PUBLISHING COMPANY {*STAR*), an Arizona
corporation, and CITIZEW PUBLISHING COMPANY ("CITIZEN"), 2n

Arizona coerporation.

1. EORMATION OF PARINERSHIP.

1.1 Partpers. STAR and CITIZER (individually, a
wpartner~ and coliectively, the ~partners”) hereby form 2
general partnership under the laws of the State of Arizona (the
*partnership~} for the purposes and on the terms set forth
herein.

1.2 Name_and Pringipal Qffice. The name of fhe
partnership shall be "TRI PARTRERS", or such othey nane as
shall be mutually sgreeable to the Partners. The Partnership
shell do bbsiness under the name »THI PARTHERS" and its
principal office shall be located at 4550 South ¥ark Avenue,
| Tucson, Arizons 85726, or such pther place as the Partners
shall designate from time to time., :

1.3 puipose of Partnership. The purpose of the
partnership shall be (i) to be the ‘agency {as thst temm is
defined in that certain Amended and Restated Joint Opersting
Agreement, dated the date hereef, between STAR and CITIZEN (the
"aAgency Agreement”)) end to conduct 8ll the activities, have
all of the rights and powels, and perform all of the duties and
obligations, of the Agency sel forth in the Agency Agreement,
and {ii)} to do any act and thing and to gnter into any contract
incidental to, ©or necessary, proper of advisable for, the
sccomplishment of such purposes, to the extent permitted by law.

1.4 'ggmmancgmgniiuigim. The Partnership shall
commence on the date hereof and continue foxr & Eerm ending at

the close of business on June I, 20135, and may be renewed and
extended for subsequent periods of twenty~five (25) yesxs eech
at the option of either STAR or CITIZEN. Unless two yesss®
written notice is given by both STAR snd CITIZER that they
desire to end this Partnership or any renewal hereof, this
partnership shall continue in force for subseguent periods of
twenty-five (25) years each. Only by mutual written consent
shall this Partnership Agreement or any renewal herepf be

trerminated.

2.1 . i rerests. Except ss otherwise
expressly provided herein or in the Agency Agreement, the

ALY At by e e m e s 4

R T R

CONFIDENTIAL GCICIT 0007530



-3 -

respective interests of the Partners in the assets, L
Tiabilities, protits and losses of Lthe Pertnership
{"Pertnership Interest®) shall be as follows:

- 8TAR: 50%
CITIZEN: 50%

Fach Pertner shall have at all times an interest as a tenant in
partnership in the essets and properties of the Partnership
equal to its Partnership Interest and neither Partner shall
have any separste right, title or interest in or to any asset

or property of the Partnership.

2:2 Capital Accounts and Contributions.

{2) The initial capital account of each Partner
shsll be the amount determined in sccordance with
Section 1.4 of the Agency Agreement. Subsequently,
each Partner’'s cepital account shall be (i) ingreesed
by {(x)} the amount of any net income of the Partnership
alloceble to such Fartner pursuant to Bection 3.2 of
the Agency Agreement and (y) the amount of any cash
plius the fair market value of any non-cash assets
subsequently contributed by such Partner to the
Partnership, ond {ii) decreasad by (a) the amount of
any net loss of the Partnership allocable to such ‘ih
Partner pursuant to Sectiem 3.2 of the Agency e
Agreement and (b) the amount of any cash and the fair
market value of any non~cash assety distributed by the
Partnership to such Partner,

(b) Each Paritner shall meke one or more capital
contributions to the Partnership in such amounts, znd
npon such terms and conditions, a5 sre provided in the
Agency Agreement. No interest shall be paid by the
Parinership on any capital contributed £o the
Partnership unless the Partners otherwise agree,

2.3 Ristributions of Cash and Allosations of Tazable
Ingcone. orn Lass.

{a) <Cash shall be distributed to each Partner at
such times and in such amounts as is provided in
Section 3.1 of the Agency Agreement. .

{b)} Net income and net loss shall be zllocated
toc the Partners in the amounts specified in
Section 3.2 of the Agency Agreement.
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' (c) For income tax purposes, taxsble income and
Joss and allocations thereof to each Partner will be
determined in agvordance with Section 3.2 of the

Agency Agreement.

2.4 Ezpenses Iocurred Prier to the Formation of the
Partnership. Mo expense or obligation incurred for services
performed or products supplied by either Partner prior to the
formation ©of the Partnership shall be considered to be a
contribution or loan to, or made on dehalf of, the Partnership,
unless otherwise provided in the Agency Agreement or by
agreement of the Partners.

- :
"

2.5 i
Cash and other propexty shall be dzstr;buted by or w:thﬂrawn

from the Partnership, and losses of the Partnership shall be
funded, on the terms and conditions (and pursuvant to the
procedures) set forth in the Agency Agreement.

3. MANAGEMERT. QF. . THE PARINERSHID.
3.1 Boord of pirectors. There ig hereby estahl;shed

a Bosrd of Directors of the Partnership consisting pf six
e members, or such even number of Direttors as the Pertners may
%%) from time to time sgree wpon, to have and exercise final
suthority, except as otherwise provided herein or in the Agency
Agreement, with respect te the affairs of the Partnership .
specified in this Agreement. The initizal members of the Board
of Directors shall be appointed by the Partners on or prior to
Decembey 26, 1988, snd shall consist of three members appointed
by STAR angd three members sppointed by CITIZEN. Easch member
shall hold office until he shall die, resign or be removed
(with or without cause or notice) by the Partner that he
represents, whereupon such Partner shall appoint such member‘s
successor to the Board of Directors. Each member shall have

one vote.,

3.7 Mestings snd Action of the Boaxd of Directors.

{a}) The initial meeting of the Board of Uirectors shall
take place at such time and place as the Partners shall sgree.
The Board of Directors may establish meeting dates and |
Teguisite notice requirements, adopt rules of procedure it

deems consistent herewith, snd may meet by means of a
conference telephone or similar comtunications eguipment
ajlowing all persons participating in the meeking tn hear each

other at the same time,

TRy
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(b} Any member of the Board of Directors may call &
meeting. Unless waived, at least five business days® notice of
2 meeting is required. Notice to & director shell be given to
the Partner whom the director represents, and shall be given in
the manner gescribed in Section 6.1 of the Agency Agreement.
1f proper notice of 2 meeting is given to all directoers or
waived, the presgnce at any meeting, in person or by proxy, of
both {i) @ mejority of the totsl authorized number of directors
snd (i3} & majority of directors who were appointed by STAR and
a majority of directors who were appointed by CITIZEN, shali}
constitute a guorum for the taking of any action, subject to
section 3.3 hereof. Any member may, in writing, sppoint a
proxy to ackt on his behalf and vote in his stead at any
meeting. Subject to Section 3.2{c) below, the Board of
pirectors shall act on all matters by an affirmative vote of
both {i) & majority of directors present at any meeting in
person ot by proxy, snd (ii) s majority of directors who were
appointed by STAR and a majority of directors who weie

sppuinted by CITIZEN.

(¢} Any sction reguired or permitted to be taken by
the Buard of Directors may be taken without notice and without
s meeting if 2 majority of the total authorxized number of
directors, including at least & majority of directors who were
appointed by CITIZEN and st least 3 majority of directors who ‘(
were sppointed by STAR, consent in writing to the adoption of a e
resolution authorizing the sction,

3.3 aActions hy Partners.

_{a2) The Board of Directors shall have no power,
without action by the Partners themselves, (i) to emend this
agreement; (ii) to sct other than in secordance with the
purposes of the Partnership as set forth in Section 1.3 hereof:
{iii) to admit 8 new partner; {iv) to merge or consclidate the
Partnership with any other entity; or (v) to dissolve the

Partnership.
{(b) No partner shall, except as authorized by the

provisions hereof, take any action or assume any obligations or
liabilities on behalf of the Partnership.

{¢) Nothing in tkhis Agreement or the Agency Agreement
shall in any wey restrict, prohibit or impaiy the right of each
Pastner to sell or otherwise license its own news, editorisl
and feskture content to wire services or otherwise {for the

© aocount of the Partpership) as it deems in its best intezest.
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{(3) Any fiduciary or other duty that either Partner
{or any Affiliste thereof) mey owe to the other with respect 4o
any of its businesses or operations that are allegedly in
competition with those of the Agency shall be determined as if
the legal relationship between the Partners were that which
existed under the Previpus Operating Agreement, and withont
regard to any subseguent agreement hetween the parties other
than the express contractual provisions under this Agreement or
the Agency Agreement. For purposes of this Segtion 3.3(4),
rpreviovs Opersting Agreement” means that vertain Opersting
Agreement tdated March 28, 1940, 35 amended by agreements dsted

June 1%, 1953 .and October 14, 19270,
3.4 President_pgnd Other Qfficers. The Agency shall

have a President and such other officers as the Board of
pirectors mey from time to time determine. Officers shall
serve for A one-year term unless they earlier gie, resign or
are removed. Any officer may be removed by the Board of
pirectors with or without cause or notice. Subiect to the
Ahgency Agreement, this Agreement and the determinations of the
Bostrd of Directors, the President shall have full day-to-day
pperating authority, control and management of the business and
affairs of the Agency, and any other offivers of the Agency
shall have such authority es is from time to time determined by

the Board of Directors.

The President and such other officers shall act in
speordance with the decisions of the Board of Directors and
shall have no authority to take any action requiring prior
Boars of Directors approval without first obtaining the
approval of the Board of Directors.

3.5 Indemnifigation.

(a) The rartnership shall indemnify any person made, or
threatened to be made, a party to an sction or proceeding,
whether brought by a Partner or Affiliate of & Partner or any
other person, whether civil or criminal, inciuding an action by
or in the right of any other corporation of any type or kind,
domestic or foreign, or any partnership, joint venture, trust,
employee benefit plan or other enterprise, which any member of
the Board of Directors or officer of the Pattnership served in
any capacity at the reguest of the Partnership, by reason of’
the fact that he, his testator or intestate, is oy was 3 member
of the Bosrd of Directors or sn officer of the Partnership, or
served such other corporation, partnership, Joint venture, ;
trust, employee benefit plan or other enterprise in any i
capacity, sgainst judgments, fines, amounts paid in settlement ;
and reasonzble expenses, including attorneys' fees sctualily and i

1
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necessarily incurred as a result of such action of proceeding,
or any appes] therein, if such member of the Board of Directors
or officer acted, in good faith, for & purpose which he
reasonably believed to be in, or, in the case of service for
any other corporation or any partnership, joint wventure, trust,
employee bensfit plen or other enterprise, not opposed to, the
best interests of the Peartnership and, in criminal sctions or
proceedings, in addition, ha:d ne reasonable csuse to believe

that his conduct was unlawful,

{b} The termination of any such civil or criminal action
or proceeding by judgment, settlemenk, conviction or upon a
plea of nolo contendere, or ity eguivalent, $hall not in itself
create a presvmption that any such member of the Bopard of
Directors or officer 4id not att, in goed faith, for a purpose
which he reasonably believed to be in, or, in the case of
service for any other corporation or any partnership, joint
venture, trust, employee benefit plan or other enterprise, not
opposed to, the best interest of the Partnership oxr that he hag
ressonable cause to pelieve that his conduct was unlawful.

} {¢c) For the purpose of this Section 3.5, the Psrtnership

' shall be deemed to have requested » person tuv serve an emplicoyee
penefit plan where the performance by such person of his duties ff
te the Partnership also imposes duties on, sy otherwise “[;N
involves services by, such persen to the plan or participants

or beneficiaries of the plen; excise taxes assessed on a person
with respect to an employee benefit plan pursuant to applicable

law shal) be considered fines; and sction taken or omitted by a
person with respect to an employee bepefit plan in the

performence of such person's duties for » purpose reasonably
believed by such person to be in the interest of the

participants and beneficiaries of the plan shall be deemed to

be & purpose which is not oppesed to the best interests of the

Partnership.

{8} Ingemnification under this Section 3.5 shall be made
by the Partnership in any specific case only:

(i} if the beneficiary thereof shall have prevalled
in an sction or proceeding brought sgainst him or
shall have been found to have acted in compliasnce
with the applicable standard of conduct set forth
in this Section 3.5; or )

{ii} by the Beoard of Directors upon the opinion in
writing of independent legal covnsel that
imdemnification is proper in the circumstances
because the spplicable standard of conduct set

¢
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forth in this Section 3.5 has been met by such
member or officer. ‘

(g) The Partnership shall have the power, hmt shall not bhe
pbligated, to purchase and meintaln insurance: ;

(i) to indemnify the Partnership for sny obligetion
which it isncurs as a result of the
indemnification of the Board of Directors and
pfficers under the provisions of this Section 3.5;

{ii) to indemnify such members sng officers in

- instances in which they mey be ingemnified by the
Partnership under the provisions of this
Section 3,5; and

{iii} to indemnify such members and officers in
instances in which they may not otherwise be
indemnified by the pertnership under the
provision of this Section 3.5,

4. IRANSFER OF PARTNERSHIP INTERESTS.

4.1 Preohibited Transfers. Except »s expressly
permitted by Section 4.2 herecf, neither Partner may transfer
ﬁ?ﬁ' any ©of its right, title or interest in or to its Partnership
‘ Interest, in whole or in part. No attempted ELrsnsfer of any
Partnership Interest in violation of any provision of this
agreement or of the Agency Agreement shall be effective to pass
7 ~ any right, title or interest therein, but shall instead be

null, void 2nd of no effect.

4.2 Transfer to Affiliate. Subject to Section 4.3

hereof, & Partner (the “Transferor Partner”) may transfer its
entire Partnexrship Interest to any Affiliate of the Transferor
Partner or to another transferee ip sccordance with the express
provisions of Section 5.5 of the Agency Agreement. As used in
this Agreement, an "Affiliste of » party is any corpuration or
entity that directly er indirectly wholly ouns such party, is
girectly or indirectly whellyeowned by such party, or is
directly or indirectly wholly-owned by any othex Affiliate of

such party.

4.3 gConditions Yo Trensfer. Any transfer made under
section 4.2 hereof is subject to satisfaction of the following
conditions:

(a) the transferee shall be sdmitted as 2

Partner of the Partnership and the Fartners shall
cause this Agreement to be amended sccordingly;
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{b) the transferee shall in writing sassume and
agree to perform all of its duties mnd obligations as

a Partner under this Agreement and under the Agency
Agreement; and *

(c) the Transferor Partner (and any Affiliate
that directly or indirectly wholly owns the Tranzferwr
Partner) shall agree fully to indemnify on.an. after
tex basis the other Partner against any adverse tax
consequences to the other Partner that may result from
any termination of the Partnership for tax purposes on
accpunt of such transfer.

5. Q1ﬁ5QLHIlQE“&HQ*IERH1BBiiﬂﬁmﬂﬂwiﬁﬁuaaﬂxﬁﬁﬁﬁﬂlﬁ.

5.1 Disselution.of the Partnership. ‘The Partnership
shall continue until dissolved as herein provided. Except ag
provided in Section 4.2 hereof or in Section 5.2 of the Agency
Agreement, no Partner shall cause the Partnership to be
dissolved without the prior written consent of the other
Partner. Upon dissolution of the Partnership, the provisions
of Section 5.2, 5.3 and 5.4 of the Agency Agreement shall
apply, as the case may be.

ti. MISCELLANEQUS. ‘[;»
5.1 nd Wailvers. This Agreement may not
be amended, modified, terminated, reseinded, or cancelled,
except by a writing signed by both of the Partners. ‘“The
observance of any term of this Agreement may be waived (either
generally or in a particular instance and either Tetroactively
or prospectively) by a writing signed by the Partner against
which such waiver is to be agserterd,

[

6.2 pecific 2, In sddition to any other
remedies the Partners may have, esch Partner shall have the
right to enforce the provisions of this Agreement through
injunctive relief or by s decree pr devrees of specific
performance. -

6.3 i 1lity. If any provision of this Agreement
or the application thereof to any person or ecircomstance shall
to any extent be held in sny proteeding to be invalid or
unenforceable, the remainder of this Agreement, or the
spplication of such provision to persons or circumstances other
than those to which it was held to be invalid or unenforcesble,
shall not be affected thereby, and shall he valid and be
enforcesble to the fullest extent permitted by law, but only if
ang to the extent such enforcement would not waterislily and

C
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adversely frustrate the Partners’ essential purposes and intent
as expressed hereim and in the Agency Agreement,

. . 6.4 Np_Waiver. No delay on the part of eny Partner

in exercising any right, power or privilege hereunder shall
operate as a wsiver theresf, nor shall any waiver on the part
of any Partner of any right, power or privilege hereunder
preclude any other ox further exercise thereof or the exercise
of any other right, power or privilege hereunder.

6.5 Hepflings. The section headings herein are
intended only for convenience and do np constitute s part of
this Agreement snd shall not be considered in the
interpretation of this Agreement or any of its provisions.

£.6 iatl . All pronouns and 211}
variations thereof shall be deemed to refer to the mastoline,
feminine or neuter, singular oy plural, as the identity or
jdentities of the antecedent persdon or persons may require,

6.7 Connterparts. This Acreement may be ezecuted in
counterperts, each of which shall constitute ap original and
all of which, when taken together, shall constitute one
agreement, and any party hereto may execute this Agreement by
é%?’ signing one or more counterparts hereof. This Agreement shall

pecome effective when counterparts hereof duly executed by each

Partner have been delivered to each Partner.

- -

6.8 BRipding Eff ixgie ' .
whis Agreement shall be binding upon and shall inure to the
benefit of the Partners and their respective permitted
sucressors and assigns. Nothing in the Agreement, expressed or
implied, shall give to anyone other than the Partners and their
respective permitted specessors and sssigns and the Partnership
any benefit, or any legal or eguitable right, renedy or claim,
under or in respect of this Agreement.

6.9 Governing Law. This Agreement shsll be governed
construed and enforced in accordance with the ipternal laws
without giving effect to conilict of

by,
of the State of Arizona,
laws principles.

§.10 Priority of Interpretafion. If eny prevision of

this Agreement conflicts with any provision in the Agency
Agreement, the provision in the Agency Agreement skall controil.

6.11 HNotices. Each notige or other communication
given pursnant to this Agreemasnt shall be given as provided in

Section 6.1 of the Agency Agreement.
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IN WITRESS WHEREOF, each of the parties hereto has
taused this Agreement t

© be duly executed as of the date firse
above written.

I

STAR PUBLISHING CONPANY

By: : =

Rame: Mitotas o, F&des thunis 5T
Title: Sewee WVICE  PRESIDE L

CITIZEN PUBLISHING ComMpany

By:

Rame:
Title:

GCICIT 0007539
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J IR HITNESS WHEREOF, each of the parties hereto has
caused this Agreement to be duly executes 85 of the date first
above written., !

STAR PUBLISHING COMPANY

By:

Hame :
Title:

Crirzen PUBLISHING COMPANY

By: _MGZ&M UBM

MName: YL, WHTS s
Title: Viee PLETipevt”

LY,
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57 59
1 A. Telling me? 1 change at that time.
2 Q. That Mary had asked him fo contact Bob 2 Q. Did you have any conversation with
3 Dickey? 3 Mr. Ebrman about Ganneti's plans for the Citizen
4 A. Only through this email. 4 going forward?
5 Q. So independent of this email, you have 5 A. Not at this time, no.
&  no memory of that request that Mary made to 6 Q. At what point in time did you?
7 Mr. Veon? 7 A. That would have occurred in August or
8 A. No. 8 September 2008, roughly.
9 Q. Do you have any idea what the phrase 9 Q. Okay. What was the nature of those
10 “p.m. conversion in Madison” refers to? 10 communications?
11 A. Yes. The afternoon paper in Madison, 11 A. Mr. Ehtman called me one day and said
12 the Capitol Times, was a six-day-a-week daily in {22 that Gannett had decided that they believed it was
13 April 2008, and it was announced probably in 13 best to sell, or failing that, close the Citizen,
14 February of 2008, the management of the Capitol {14  and wanted Lee's opinion as to whether we would
15  Times decided to change the frequency. 15  agree with that,
16  Publication from 6 days a week to 1 day a week. |16 Q. Why would you have to agree?
17  That's the p.m, conversion. 17 MR, McCALMON: Objection, he didn't
18 Q. Okay. And did people at l.ee have 18  testify -- he didn't testify they would have to
19  personal sort of experfence with what was 19  agree.
20  happening in the effecting of that conversion and |20 MS. HALE: He said whether -
21 the aftermath? 21 MR. McCALMON: Said he wanted his
22 A. Yes, 22 opinion as to whether they would agree.
23 Q. Okay. And why do you think it would be 23 MR. DEMPSEY: Read the answer back.
24  of relevance to Bob Dickey? 24 {The requested portion of the record
25 A. That you would have to ask Bob Dickey. 25  was read back by the reporter.)
58 60
1 Q. Did you speak to Bob Dickey on this i Q. (BY MS, HALE} My question was, why
2 subjeot? 2 would Gannett care whether Lee agreed or didn't
3 A. No. 3 agree with that?
4 Q. This subjest being the p.m. conversion? 4 A. We are equal partners in a parthership,
5 A. Notthat!irecall. Ifheraiseditina 5 and, I mean, you are asking me to answer for
6  board calf, I'm not remembering it. | never spoke &  Gannett, so I'm not sure | should. | mean, | can
7  individually to Bob Dickey about it, no. 7 speculate and say that, you know, we are business
8 Q. And you described the change that 8  partners, and that's the way business partners
s happened in Madison as a six-day-a-week going {0 9 treat each other, you know, if there is going to
10 one-day-a-week. Why would that be called a p.m. 10  be achange with an asset of the partnership of
11 conversion? 13 any significance.
12 A. The Capitol Times was a p.m. newspaper, 12 Q. Had you ever suggested to anybody at
12 and that's just an acronym they gave it at the 13 Gannelt that they consider closing or selling the
14 time. 14  Citizen before you had this conversation with
15 Q. 8o the p.m. newspaper converted to 15 pr. Ehrman?
16  something different? 16 A. No.
17 A. Converted from a daily to a weekly, 17 Q. Would it surprise you if Mr. Ehrman said
18 essentially. 18  to us that you stuggested the idea?
19 Q. $So did you have any more discussions 19 A. Me personally?
20 with Mr. Ehrman relating to TNI following this 20 Q. Yes.
21 March communication that's set out in Exhibit 197 21 A, That would surprise me.
22 A. 1recall at one point the — there was 22 MS. HALE: Handing the court
23 discussion about Gannett's lack of interest in 23 reporter a document to be marked as Exhibit 20.
24 aequiring our share of Tusson and their lack of 24 {l.ee Deposition Exhibit 20 was
25  interest in pursuing the 1 percent ownership 25  markd for identification.)
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1 MR, McCALMON: Can we go off the 1 Q. On what topic?
2 record for a second? 2 A. Unclear.
3 MS. HALE: Sure. 3 Q. Was there information that he had asked
4 {A recess was held off the record.} 4 from you and was waiting fo hear from you?
5 Q. (BY MS. HALE) Are you finished? 5 A. Notthat | recall. 1 mean, Danand |
6 A. iI'm sorry, yes. 6 talk periodically about many things.
7 Q. Okay. ! need to go back to something we 7 Q. But in this timeframe, you have no sense
&  were talking about before, which was Mr. Ehrman | 8 of what -- a conversation where he told you about
9 you said got in touch with you. Did you say 9 Gannetf's plan regarding the Citizen?
1 August, September of 20087 10 A. That's a possibility,
11 A. Approximately, | don't recall exactly, 11 Q. And would there be any reason that Dan
12 but it would have been about that timeframe. 12 would be walting to hear back from you on that
13 Q. Regarding the closing or putting up for 13 subject?
14  sale of the Citizen, and | didn't -~ | don't think 14 A if, in fact, this email does refer to
18 | got an answer to my question on what your 15  that particular topic, then as | stated in an
16  reaction was to that. 16  earlier answer, Dan did ask for me to have a
17 MR. McCALMON: | think you did get. 17  discussion on that topic among the Lee paople
18  Canyou read if back. 18  because they had asked for our opinion.
19 {The requested portion of the record 19 Q. Okay. And did you have such a
20  was read back by the reporter.) 20  discussion among the Lee people?
21 Q. (BY MS. HALE) Well, if you could look 21 A. Yes,
22  at the document that's been marked Exhibit - 22 Q. And what was that discussion?
23 A. Okay. 23 A. Would we be in agreement with the idea
24 Q. Okay. And as you may have been able to {24 to sell or close the Citizen, and we agreed that
25  tell from reading it, it is an email from Craig 25 it was worth pursuing.
62 64
1 DPubow to Mary Junck, and he, in his emall, 1 Q. And why was it worth pursuing?
2z references Dan Ehrman being in touch with you — 2 A. Areas the size of Tucson with two
3 having been in touch with you. And now he is - 3 newspapers are rare. And the Citizen itself had
4 Danis waiting to hear back from you. 4 had significantly declining circulation over the
5 What's your understanding of Dan Efwrman 5 years. ltis our opinion that Tucson can't reaily
§  being in touch with you, and about what? And this 6  support two newspapers, Many municipalities can't
7 would be in July, end of July, 2008. 7 even supporione,
8 MR. McCALMON: I'm going to object, 8 Q. Had you done any analysis of the
9  because he was not on this email, and it was nof a 9  Citizen's contribution to the JOA?
10 communication involving him. 10 A. No.
il MS. HALE: What are you objecting 11 Q. And s¢ what — what were you basing this
1z to? 12 statement that you just made that perhaps Tucson
i3 MR. McCALMON: | calis for 13 couldn't support two newspapers?
14 speculation. 14 A, Changes in circulation primarily.
15 MS, HALE: | asked if Dan Ehrman had 15 Q. And were others at Lee in the discussion
16  bheen in touch with him, 16  you had with them in agreement on this poini?
17 MR. McCALMON: You asked what is 17 A, Yes.
18  your understanding of what is written here, this 18 Q. Did you convey that view, that Lee view,
19  note that he has heen - 12 to Mr. Ehrman?
20 MS. HALE: {will rephrase my 20 A. Yes,
21 question. 21 Q. And was there any discussion at that
22 Q. (BY MS. HALE) Was Dan Ehrmaninfouch |22 point in time of how the JOA would be restructured
23 with you during this timeframe? 23 once the Citizen was sold or shut down?
24 A, Based on my reading of this emai, | 24 A, Well, the JOA agreement wouid sti
25  would say yes. 25  stand in — as | understand it, And there was
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1 some discussion about maintaining the 50-60 t  wantto give 50 percent of those to your pariner
2 distribution of earnings, yes. 2 unless there was something of comparabte vaiue
3 Q. Ckay. Soif F understand you correctly 3 that your pariner is bringing fo the parinership.
4 then, Gannett would continue to receive 50 percent 4 A, Well, the bulk of the advertising is
5 of the profits after the Citizen was sold or 5 generated by the Star now, even with the Citizen
&  closed? 6 in existence, and yet we still share profits
7 A, Yes. 7 50-50. So all you are talking about is simply an
8 Q. Even though there is only one newspaper, 8  extension of that same concept, 50 I'm not sure |
9 your newspaper? s  understand the question.
10 A. Yes. 10 Q. Was there an expectation that the Star
i1 Q. And what would Gannett be contributing 11 would generate more revenues in terms of
12 tothe enterprise at that point? 12 subscribers and advertisers if the Citizen were
i3 A. Gannett contributes a subsiantiai amount 13 notaround?
14 of management expertise io the parinership now, 14 A. The analysis that was daone indicated
15  and, in fact, | would characterize them as the 15 there were some cost savings if the Citizen were
16  operating partner of the partnership, Systems, a 16 ot in existence. 1 don't recall that was
17  good - | believe most of the benefits are 17 actually an increase in revenue. In fact, there
18 provided by Gannett. They provide committees of 118 would be a decrease in revenue probably from the
19  scale in relation to procurement of newsprint and 19 elimination of the Citizen circulation revenue.
20  other commodities. I'm sure there are more 20 Q. What analysis are you referring to?
21 things, but all of those. 21 A, There was analysis prepared by Gannett
22 Q. Had you made an assessmentof the value |22 and with the assistance of the TNI staff.
23 of those things relative to 50 percent of the 23 Q. And that was shared with you?
24 profit that would come from a partnership that 24 A. Yes.
25  operated only one newspaper? 25 MR. McCALMON: Nina, can we go off
66 68
1 A. You have to uriderstand that the 1 the record for a second? | don't mean to
2 contribution of assets oceurred in 1940-something, 2 interrupt a line of questioning, but when we can
3 and | believe at the time that the relative 3 go off the record for a second, we have important
4 contributions of the two pariies were somewhat 4 information about the schedule.
5  equal. Now, | mean, | wasn't around then. | 5 (A recess was held off the record.}
&  wasn't even born then, but I'm sure that if the 5 Q. (BY MS. HALE} What did that analysis
7 contributions weren't relatively equal, it 7 show?
g8  wouldn't be a 50-50 partnership today. 8 A. |believe it showed a netincrease in
9 Over lime those assets have change in g the profitability of the TNl operation primarliy
10 value, but it is a parinership, and the fact that 10 from cost reduction.
11 it was designed to be shared or that profits were 11 Q. Okay. And one thing that | didn't
12z designed to be shared 50-50 is an enduring 12 understand when you were talking about partnership
13 concept. So, the fact that we are the publisher 13 and what Gannett brings to the table, even though
14  of the Star today and the Star happens to have 14  the Citizen at this point was talked about being
15  bigger circulation than the Citizen, | mean, over 15 closed or sold, aren't thase things that you
16 time, that's a nice concept, but the real 16  described, the services and the expertise and all
17 governing issue is the parinership agreement, and {17 of that, aren't they providing that -- | mean,
18 that's a 50-50 deal. I'm not sure [ answered the 18 weren't they providing that all along?
19 question. 19 A, Yes,
20 Q. tthink Pm stili confused, and there 20 Q. And so once the Citizen is gone, is that
21 may be something that I'm missing. Butas ! 21 really what was valuable fo them as a partner,
22 understand it, you know, it is your newspaper that 22 those services and efficiencies and skills as a
23 would be bringing in the ad revenues and the 23 newspaper owner, as a partnership, and not the
24 subscriber revenues, And it is not clear to me - 24 Citizen?
25 and | could be missing something — why you would {25 A. P'm still not sure what your question
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CERTIFICATE OF COURT REPORTER

I, Lucinda Winslow-Haidsiak, a Certified
Shorthand Reporter in and for the State of Towa,
do nereby certify that the facts as stated in the
caption hereto are true; that the witness named on
the face sheet was by me sworn to testify to the
truth and nothing but the truth concerning the
matters in controversy in this cause; that said
witness was thereupon examined on oath and the
examination reduced to writing under my supervision,
consisting of the foregoing pages; and the computex-
aided transcript is a true record of the testimony

given by said witness and all objections made.

T further certify that I am neithex
attorney or counsel for, nor related to or
employed by, any of the parties to the action
in which this deposition is taken; and, further,
that I am not a relative or employee of any
attorney or counsel employed by the parties

hereto or financially interested in the action.

I further certify that charges for the

preparation of the foregoing completed deposition,

Toll Free: 800.441.3376
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original thereof, were charged to the attorney({s}
for the Department of Justice.
In witness whereof I have hereunto set

my hand thig 23rd day of February, 2009.

My Iowa Notarial Commission expires November 12,
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WITNESS CERTIFICATE

I HEREBY CERTIFY THAT I HAVE READ THE

DATED THIS j_{zg_ DAY OF Mﬁ@:h’

SIGNED

FOREGOING 93 PAGES AND FIND THE QUESTIONS AND
ANSWERS CONTAINED THEREIN TO RBE TRUE AND CORRECT

AS PUT AT THE TIME CF THE TAKING OF THE DEPOSITION.

{CARL SCHMIDT)
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Y(S} 1 DEPOSITION ERRATA SHEET
2
3 RE: Esguire
4 File No. 13436
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7 Deponent: CARIL, GEORGE SCHMIDT
L 2} Depogition Date: Februaxry 19, 2009
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oy f10 I have read the entire transcript of my Deposition taken
B “ 11 in the captioned matter or the same has been read to me.
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: 14 the Errata Sheet and the appropriate Certificate and
3 t 15 authorize you to attach both to the original transcript.
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1 an entirety privilege if that's what you are Buyup?

2 asserting. Yes.

R G A T A A

MR. LANG: Htis and | will ask for
the return of the document. It's true that we
fooked at it, but on the face of it, the entire
privilege nature was not known from the face of
it and when it was put in the context we could
tell, we had a huge volume of documents to
produce in about 15 days and as a result of
that we just really had to plow through it and
were getting a ot of push to get the documents
done and of course we wanted to accommodate
you.

MR. DEMPSEY: | wil respond fo some
of that because while the original due date for
the production was a two week time frame your
production did not coma in two weeks, Some of
it came in yesterday so production has been
tzking place over the course of a month, but |
don't think you or | want to get into an
argument about that on the record.

R Ok D0 0 =3 oy G e WM e D W @ =] Gy U

Tell me what that means.

That would have been the
conversations earlier in 2008 where we talked
about ohe of us buying an additional ownership
interest,

Q. This would be conversations between
Gannett and Lee?

A. Dan Ehrman and Carl Schmidt,

Q. Dan Ehrman, yourself, and Carl
Schmidt at Lee?

A Yes.

Q. Those are the swaps and other
exchanges of interest that you described
previously?

A. This is the buyup, not the swaps.

Q. The buyup of Lee's interest?

A, Yes.

Q. Now, so was it June of 2008 when a
consideration first began about — what was the
phrase you used regarding the Citizen

POoPp
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We will agree to remove Exhibit 10
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from the record of this deposition and iake
under consideration your claim that it's a
privileged document.

However, with agreement with
counsel, though, 1 can pick up with where my
questioning left off with the witness, Mr,
Ehrman and that's what | would like to do at
this time.

MR. LANG: Okay.

BY MR. DEMPSEY:

Q. You had been telling me in the time
frame of June 2008 that there was consideration
at Gannett of the Ciizen going away entirely.

Tell me what that was about, please.

A, When we didn't -- when the buyout
transaction didn't come to fruition we started
evaluating whether the Citizen was a failing
newspaper.

Q. When you say "the buyout transaction
didn't come to fruition” tell me what that
meant?

A.  1should say buyup.
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newspaper?

A.  Whether it was a failling newspaper.

Q. Is that when the consideration
began?

A, Around June, ves.

. And what was your involvement in
that?

A, We ran the -- lead the team that ran
the economic analysis.

Q. Who lead the team?

A. llead the team.

Q. Who was the teamn that did the
aconomic analysis?

A. It wouid have been Evan Ray, Bruce
Klink, myself. And then in the later stages we
involved Mike Jameson and Joel and | - | can't
pronounce Joel's last name. | forget hig last
name.

Q. Are you referring to Joel Rohlik,
the VP of finance at TNI?

A, Yes.

Q. Thatis the whole team?
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1 A.  We may have asked an additional 1 Q. And when approximately did that get

2 corporate specialist for input. For example, 2 suggested to you?

3 on Austin Ryan on something associated with 3 A. That would have been in mid 2008.

4  equipment. 4 So May/June time period.

5 Q. Did Robert Dickey have a role in 5 Q. And did he explain why he was

& this analysis on whether or not the Tucson &  suggesting your newspaper should be shut down

7 Citizen was a failing newspaper? 7 as opposed to your newspaper?

8 A. No. 8 A. [ don't recall him explaining that.

g Q. Why did you lead the team? g Q. Tell me what was discussed when he
¢ A. [t was an outgrowth of the 10 said "what about Gannett shutting down the
L1 conversations we were having with Lee, |t |1 Citizen" if that's the way he put it?

L2 involves a - it would involve a structurat |2 A.  Hdon'trecall how he put it, but
L3 reorganization of TNI potentially and when we 13 the idea was -- the suggestion was what are

4 deal with outside parties on those kinds of 14 other efficiencies? What else can we do in

5  things | tend to lead that team. 5 Tucson to improve the operating results there.

6 Q. When you say "it was an outgrowth of .6 Q. What does the operating results

7 the conversation we were having with Lee" are 17 mean? Does that mean the profits?

8  you referring to the conversations you were L& A, Yes.

9  having with Carl Schmidi? L2 Q. Coming out of TNI?

o A. Yes. 0 A Yes. ‘

1 Q. At what point did you broach with Pl Q. Is there something the matter with

2 Lee the idea of shutting down the Citizen? b2 the level of profits coming out of TNI?
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A. tdidn't broach it with Lee.

(. Who - did anybody broach that with
Lee?

A, 1don't know if anybody did. |
didn't.

Q. What point, to your knowiedge, did
Lee become informed that Gannett was going to
pursue that idea of shuiting down the Citizen?

A.  When they - they suggested it.

Q. Lee suggested it?

A. Carl suggested it.

Q. What did he suggest?

A, When the buyup wasn't going anywhere
we needed to look at other alternatives for
improving the operations there.

Q. What did Carl specifically suggest
to you?

A. ldon't remember the specifics of
the conversation.

Q. You were saying that Lee suggested,
what, to shut down the Citizen?

A. Yes.
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A. They are going down and, you know,
we are -- our whole indusiry is in a problem so
we are looking at ways to maintain our product.
Lee has whatever their own interests are to
maintain their profits,

Q. So walk me through what happened
next. So Cari Schmidt suggests to you maybe
Gannett should shut down the Citizen. What
happens after that?

A. We have conversations infernally as
to whether that's possible, how you go about
doing it.

Q. What was the reaction inside Gannett
generally to that idea?

A, [ there is a way to improve the
bottom line of TNI we should evaluate that.

Q. So then what steps were taken o
evaluate the bottom line of TNI and to evaluate
the Citizen as a candidate to be shut down?

A. The Citizen was a logicat candidate
to be shut down because if's the afterncon
paper and i¥'s the smaller paper. The process
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was to look at, okay, what does the Citizen
contribute to TNL

Q. And were there ongoing discussions
with L.ee as regarding shutting down the Cifizen
after Carl made the suggestion to you that
Gannett considered shutting down the Citizen?

A. There were additional discussions,
yes.

Q. And why were there additional
discussions?

A. Just fo keep them updated about our
analysis.

Q. Did they have input into that
analysis?

A. |ldontrecall

Q. And you keep them updated because
they are your partner at TNI?

A Yes,

Q. Now, when you lead this team to do
the analysis of considering shutting down the
Citizen did you have a name for that project?

A. No.
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exact date when we did that.

Q. A general date is okay. Maybe this

will be a different way to ask the question.

| think you said you began around
mid June with Carl saying to you how about
Gannett shutting down the Citizen. Then you
told me there was a team.

How long did that process run?

A. Inio the fourth guarter.

Q. 0Of20087

A. Yes.

Q. And so at some time in the fourth
quarter when you decide we are going to pursue
this idea of putiing the Citizen up for sale
and if it's not sold shutting it down?

A, Yes.

Q. And did you inform Lee of your
analysis? You fold me it had updates to them
along the way?

A. Yes.

Q. Okay. And what was their reaction
to that?
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Q. What sort of documents or reports or
written analyses did you all generate in that
process?

A. Kt was principally worksheets, Excel
workshests, where we started with actual data
and actua! data for TNH and broke it apart into
its componenis, TNI, the Citizen and the Star,
and then there would have been memoranda
explaining, you know, back and forth what the
numbers were, e-mails back and forth to gather
the data.

Q. E-mails back and forth between whom?

A.  Among the people on the team.

Q. Gannett people on the team?

A,  Yes, Gannett people.

Q. And I want to come back to more of
that but moving ahead for the moment so what
was the point at which you all decided that,
yes, we would put the Citizen up for sale; if
there isn't & buyer shut it down?

A. 1 would suspect that — when we made
the decision to put - | can't remember an
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Just keep us informed.
Sc they didn't object fo the idea?
They didn't object to the idea.

Q. And!have seen a leiter that you
signed on behalf of Gannett and somebody signed
on behalf of Lee changing the relationship
between the two companies in light of the sale
of the Citizen and its possible closure if
nobody buys it.

Do you remember that -- you know
what | am talking about?

MR. LANG: Object fo form. Rather
than describing the letter if there is a letter
in mind why don't you show it fo him?

MR. DEMPSEY: | may do that in time.
Let me ask & different question if | may.

BY MR. DEMPSEY:

Q. $Soyou let them know some time in
the fourth quarter you want to close the
Citizen?

A. May have been — fourth quarter
starts October 1. Could have been the end of

Ll >R
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September. | mean, you know, There were a
rnumber of months of analysis that wenton and |
don't have a bright fine date when we had the
conversations with Carl and there could have
been conversations with Carl along the way of
the analysis that were going on that would have
been garlier than in the fourth quarter.

Q. Thank you for that clarification,

What discussions did you have with

Carl about how you might if you were fo close
the Citizen, sell it if nobody buy i, close
it, what changes would need o be made to your
partnership with Lee if you go down that road?

A. When? .

Q. When did you -- did you have
conversations with Cart about that?

A, Not until earlier this year.

Q. Going back to the decision, the
analysis you wete doing Ini the two months about
whether or not to close down the Cifizen, did
you talk with Carl about how the partnership
with Lee would also have fo be changed if you

i
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about what happened to the TNI agreement.

Q. When you say "we" are you referring
to 'yourself and Carl?

A. Carland |

Q. Were you having discussions
internally at Ganneit on what changes you would
want to see to the partnership and the JOA
agreementi in Tucson if you were to go down the
road of selling or closing the Citizen?

A. [ don' recall having any
discussions like that within Gannett.

Q. Are you saying you didn't have them
or what are you telling me?

MR. LANG: Objection. He asked and
ahswered.
BY MR. DEMPSEY:

Q. Go ahead.

A, tam telling you | don't recall
having those discussions.

Q. Okay. What is the arrangement you
now have with Lee regarding your relationship
in Tucson?
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were to get rid of the Citizen?

A. No.

Q. Did you have - you told me before
that when you were talking about ideas of swap
in the TNI reorg and you tatked about changing
say the termination provisions or other things
that would need to change did you do a similar
analysis in conjunction with selfing or closing
the Citizen?

A. No.

Q. Did others at Ganneft do that?

A. Notthat I'm aware of. | needto
correct that iast statement. Back when we were
going through this analysis up to the sale we
didn't talk about any changes to the
parthership agreement. You referred o a
letter that | signed. That's when we talked
about what would happen on the parinership
agreement. What is documented in that letter
and about that same time,

Back in the third and fourth quarter

when we were doing the analysis we didn't talk

4
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A. Thatwhen and if the sale
transaction shut down occurs we have to
renegotiate the partnership agreement and we
are sharing expenses on this process.

Q. Does your agreement with them
currently also provide that you will share
profits 50/50 on the Star after the Citizen is
either sold or closed?

A, We will share profits coming out of
TN1 50/50.

Q. Which after the Citizen is sold or
closed would be oniy the Star newspaper as the
core newspaper?

A. The Star would be the only core
newspaper. There would be nondaily products
and there will be web products and whatever
other projects TNI created on a going forward
business.

Q.  Which are currently products in TNE?

A. Yes.

Q. Forinstance, you all print the Wall
Street Journal and distribute it in that area;
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is that correct?

A, 1 know that we distribute #. |
don't know if we print it.

Q. Prior to the sale of the Citizen
that is ongoing right now, in the TNI you both
have newspapers that you have to produce; is
that correct?

A. Yes.

Q. Gannett has fo put out the Citizen
and Lee has 1o put out the Star?

A. No. Gannett, Lee and TNI have to
put out those newspapers.

Q. Does Gannett have responsibility for
its own newsroom for the Citizen?

A. Yes.

Q. Anddoes Lee have as its
responsibility for the newsroom the Star?

A. Yes,

Q. s it Gannett's responsibility under
the JOA 1o create the news content and
ediforial content for the Citizen?

A. Yes.
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after the CHtizen goes away?

A. Because that's what the JOA
agreement says.

Q. Doesn't the JOA agreement also
reguire that the Citizen newspaper be put out?
A, Yes, but that's why we contemplated

amending that and that's why the lefter you
referred to amends that agreement to say that
we don't have to put that paper out.

Q. But even with not having to put that
paper out you still share the profits 50/50 at
TN which includes the Star?

A, Yes.

Q. What does Lee get in exchange for
continuing to give you half the profits even
though you don't have to put out the Citizen
newspaper?

A.  They no longer have to subsidize 50
percent of the losses of the failing newspaper.

Q. And by "the failing newspaper" you

A. Correct.
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Q. Is that a requirement for it to do
that under the JOA?

MR. LANG: | object to the extent
you are asking him for legal conclusions.

MR. DEMPSEY: { am not asking legal
conclusions. | am asking him what his
understanding is of what Gannett's
responsibiiities af TN

MR. LANG: You can answer {o the
extent you have an understanding.

THE WITNESS: My understanding is we
are responsible for what goes into the Citizen.

BY MR. DEMPS3EY:

Q. And you currently share the profits
50/50 at TNI?

A, Yes.

Q. And you will still continue to share
the profits 50/50 at TNI even after the Citizen
is sold or closed?

A. Yes,

Q. What is your understanding as to why
L.ee would agree to share the profits 50/50 even
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Q. Now,lef's go back to the analysis
you did when vou said you formed up a team fo
assess whaether or not the Citizen was a failing
newspaper.

How did you go about determining

that? What was your methodology for assessing
whether or not the Citizen is failing, if
that's your mission? If you thought your
mission was different then tell me that,
please.

A.  Qur mission was to determine what
the contribution of the Citizen was to the
partnership,

Q. So how did you go about assessing
that?

A,  We took the financial statements of
TN and we busted it — we broke it apart into
its component pieces. We looked at the
contribution made by TNL We looked at the
contribution made by the Citizen. We looked at
the contribution made by the Star.

Q. Is that something you had to create
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13 19 Change “Freed” 10 “Fred”,
19 4-5 Change “Curry” to “Currie”.
21 17-22 Clarify that “Carl Schmidt is the CFO of Lee Enterprises™.
25 17 Change “sufficiently” fo “efficiently”.
51 7 Change “economics™ {0 “economies”.
51 T Change “sale” to “scale”,
63 2 Change “P & " to “TNI”,
137 .8 Change “Joel” 1o “Kent”,
171 20 Change “U.8. Weekly” to “USA Weekend”,
209 20 Change “Belt” to “Bulletin”,
209 22 Change “Herson™ 1o “Hearst”,
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